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Kazakhstan and China’s transport logistics is not only vital for the trade and 
economic integration between the two countries, but also it’s critical for the 
integration among China, Central Asia and Europe. The Sino-Central Asia 
cooperation is developing rapidly focusing mainly on trade, investments, energy, 
transport and communication and other spheres. 
However, there is scarce of researches on the transport logistics industry among the 
countries of this region, this paper contribute by researching the transportation and 
logistics industry between Kazakhstan and China. Therefore the purpose of this paper 
is to study the growth, challenges and countermeasures on transport logistics between 
China and Kazakhstan using RSCP framework.  
On the basis of SCP paradigm of transport logistic industry, the paper analyzes the 
growth process of logistic industry between Republic of Kazakhstan and People 
Republic of China by introducing the government regulation factors and expanding 
the SCP framework in Kazakhstan and in China and between two countries and gives 
out the countermeasures to a number of limitations.. Transport-logistics service, as it 
provides the connection between the economically important nodes, its regulation, 
structure, conduct and performance analysis is highly important. 
The study found that transport logistics industry between the two countries is 
growing but unsteadily, with Kazakhstan trailing China in terms of individual 
countries. The main reasons for slow transport logistics industry growth in 
Kazakhstan are unfavorable regulations, old infrastructure as well as monopolistic 
market structure. Furthermore the study suggests the countermeasures to these and all 
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RSCP – Regulation Structure Conduct Performance  
EU – European Union  
TRACECA – Transport Corridor Caucas 
MDP – Markov Decision Process 
M&A – Mergers & Acquisition  
JSC – Joint Stock Company  
NC – National Company  
KTZ – Kazakhstan Rail Way (Kazakhstan TemirZholy) 
KRW – Kazakhstan Rail Way  
WTO – World Trade Organization  
USSR –Union of Soviet Socialist Republics 
RTLC – Regional Transport Logistic Center  
MTLC – Multimodal Transport Logistic Center 
LLP – Limited Liability Partnership  
ICBC – Infrastructural and Commercial Bank of China  
TLS – Transport Logistic System  
CR – Concentration Rate  
COSCO – China Ocean Shipping (Group) Company  
FIATA –International Freight Forwarders Association  
IATA – International Air Transport Association 
FEZ – Financial Economic Zone  
TARM –Trans-Asian Railway Main  
XUAR – Xinjiang Uyghur Autonomous Region  
ITC – International Transportation Corridor  
TUE – Twenty-foot Equivalent Unit  
TARM – Trans Asian Railway Magistral  















ESCAP – Economic and Social Commission for Asia and the Pacific  
CAREC – Central Asia Regional Economic Cooperation  
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1.1 Background   
Regulation Structure Conduct Performance (hereafter referred as RSCP) is an 
approach used to analyze the relation among regulation of particular industry, 
structure of that industry, how the industry conducts, and performance of that conduct. 
The RSCP of logistics and transportation industry indicates that regulation of the 
industry determines its structure and conduct, and thereby sets the level of 
transportation-logistics industry’s performance. Working backward, we find that 
transportation-logistics performance is determined by its conduct, which in return 
depends on structure and regulation. RSCP has been applied to a diverse range of 
problems, from helping businesses become more profitable to helping understand the 
subprime mortgage crisis in the United States. 
The transport and logistics is a typical example of a network industry, where both 
positive and negative network externalities play an important role in its structure, 
conduct and performance. 
The purpose of the transport and logistics industry is to transport the goods of 
different types within the country and between countries. This is achieved by making 
easy regulation for its structure, conduct and performance from the governments, and 
connecting different logistics hubs and building transportation route to tie those hubs 
together both domestic and international. Transport-logistics service, as it provides the 
connection between the economically important nodes, its regulation, structure, 
conduct and performance analysis is in importance of high level.  In the more 
developed parts of the world, coinciding with the more developed economies, the 
transport and logistics industry tends to be highly concentrated, because of its huge 

















Transportation and logistics industry’s regulation structure conduct and 
performance (RSCP) framework was derived from the neo-classical analysis of 
transportation and logistics industry. This RSCP hypothesis has led to the 
implementation of most logistics and transportation systems. This was followed by 
many of countries, international economic cooperation units, and Customs Union. 
They emphasized on the rational for countries becoming big economies, low prices 
and cooperative estimation. For instance, after 1985, when European Union began 
connecting national transport and logistics systems, the EU underwent many 
economic achievements.  Further, we want to make RSCP analysis on transportation 
and logistics industry including problems, between China and Kazakhstan. 
 
1.2 Literature Review  
A number of articles have discussed the SCP paradigm as well as commented on 
its applications. But few articles have touched upon the Central Asia’s logistics 
industry development, structure as well as performance of its conducts.  
Seanicaa Edwards, Albert J. Allen, Saleem Shaik explored the use of efficiency 
measures as a proxy for performance to test the market structure-conduct-performance 
(SCP) hypothesis. Utilizing Battese and Coelli specification, they estimated stochastic 
frontier production function and SCP equations with output and efficiency measures 
as endogenous variables. An empirical application to U.S. trucking carries over the 
period 1994-2003 with emphasis on the agricultural commodity and refrigerated food 
products carriers were examined. Their results reveal that the variables average haul, 
average load and market concentration significantly affected the efficiency of firms 
with 2-8 number of years within each firm.1  
                                                             
1 Seanicaa Edwards, Albert J. Allen, Saleem Shaik, “Market Structure Conduct Performance (SCP) Hypothesis 
Revisited using Stochastic Frontier Efficiency Analysis” [R], Selected Paper prepared for presentation at the 

















Nikolina Grigorova in her thesis “The Plausibility of the SCP Paradigm for 
Strategic Industry Analysis – Evidence from the Bulgarian Mobile 
Telecommunications Industry” actualizes and signifies the importance of the 
Structure–Conduct–Performance (SCP) Paradigm.  And recognized SCP as one of 
the most efficient and reliable means to analyze an industry or more specifically the 
market power profitability relationship within it. Basically, defines the SCP method as; 
“implies a relationship between its three components: market structure, conduct and 
performance in a way that the performance of an industry is influenced by the 
behavior of the players within it (conduct), which on the other hand is determined by 
the companies’ market power (structure). The main criticism towards the paradigm 
has been that the reverse (performance-structure) relationship is also possible and 
especially relevant for sectors that are characterized with fast technology changes”.2 
Zhang Peng, based on the SCP paradigm of industrial organization, analyzed the 
growth process of China's logistics industry by introducing the government regulatory 
factors and expanding the SCP framework. And, he gave out some possible 
solutions.3  
Both government officials and academicians have recognized the strategic value 
of cross-border transport and logistics systems as one way to grow economy and 
establish sustainable competitive advantage by serving customers better than 
competitors or at a lower price for the same service level (Henkoff, 
(1994), and Harrington (1996))4.  
Wang Ling, Yan Lu thoroughly checked and analyzed the US – China transport 
and logistics industry. They stated that with the full liberalization of China's logistics 
                                                             
2 Nikolina Grigorova, Jürgen MÜLLER , Kai HÜSCHELRATH, “The Plausibility of the SCP Paradigm for 
Strategic Industry Analysis – Evidence from the Bulgarian Mobile Telecommunications Industry”[R], Germany, 
April 2008  
3 Zhang Peng, “Logistics Industry Growth Based on Extended SCP Framework and its Solution”[R]， Nankai 
University, School of Economics, Urban and Regional Economy Research Institute, Tianjin, 2007  
4 T.P. Stanka, P.A. Traichalb, “Logistics Strategy, Organizational Design, and Performance in a Cross-Border 
Environment”, Transportation Research [J] Part E: Logistics and Transportation Review. Volume 34, Issue 1, 15 

















market, China will become the new hot spot in the global logistics industry, but in the 
process of development of China's logistics industry, there are many problems. The 
United States as one of the world history of the development of logistics industry in 
the longest and most developed countries, its industrial development has many 
successful experiences. China and the U.S. logistics industry market structure - 
conduct - performance comparison analysis, the healthy development of China's 
logistics industry will be an important reference.5  
The economic growth and huge market potential of China has attracted not only 
business attention, but also a growing amount of academic interest, although research 
on China’s logistics is very rare. Peng et al. (2001) reported no comprehensive studies 
of logistics in China up to 2001, and our comprehensive search of the literature 
revealed few additional studies on China’s logistics. Not surprisingly, authors have 
examined the challenges that China faces in developing logistics to meet the growing 
demand (Carter et al., 1997; Daly and Cui, 2003) addressing specifically 
transportation, telecommunication, customs, and warehousing (Goh and Ling, 2003), 
and concerns of foreign firms in China (Ta et al., 2000). Hong et al. (2004) examined 
the current status and future prospects of Chinese manufacturers’ usage of 3PLs 
service, from a logistics user’s outsourcing perspective. The historical structure of 
distribution and logistics in China in relation to current problems and future prospects 
has also been addressed (Jiang and Prater, 2002).To the best of our knowledge, there 
have been no studies conducted that directly address logistics providers in mainland 
China.6 
China and Europe are one of the biggest trading partners, China is EU’s largest 
trading partner while EU is China’s second largest trading partner after USA. The 
                                                             
5 Wang Ling, Yang Lu. “Comparative analysis based on the SCP framework of the Sino-US logistics industry”[R].  
CFLP. China Logistics Academic Frontier Report (2005-2006), Beijing: China Logistics Publishing House, 2005. 
Sep 2010  
6 Qiang Wang, “Strategic postures of third-party logistics providers in mainland China”, International Journal of 


















potential of further growth in business between these two regions has attracted many 
transportation projects that would link them easier, faster and most importantly in less 
cost.  
The proposal to create "The New Silk Road," or Transport Corridor 
Europe-Caucasus-Asia (TRACECA), was enthusiastically received by European 
Union (EU) and the United States when it was proposed in May, 1993, by Central 
Asian leaders meeting with the EU in Brussels. The vision of a superhighway not only 
of asphalt, but of rails, pipelines, and fiber-optic cables stretching from Rotterdam to 
China’s Yellow Sea Coast seemed full of promise not only to firms who would build 
these systems, but also to those who sought to prosper from the region’s wealth in 
minerals, cotton, and its best-known commodities, oil and natural gas.7  In his 
Master’s Thesis, titled “The N.E.W. Corridor and the Northern Axis How the 
influence of the EU has shaped the political process of promoting the Trans-Siberian 
railway as a sustainable and viable transport alternative between the Far East and the 
West”8, Jonas M. Helseth wrote vitality of Trans-Siberian Asia-Europe transport 
corridor. 
A. N. Barkovsky and N.V Olshansky, a chief executive of Center for Foreign 
Economic Research Institute of Economics, discussed about strategic importance of 
the region. And, further stated the role of Russia and China in the economic 
integration of Central Asia. Barkovskiy stressed the huge milestone basis of economic 
growth for China, Russia and Central Asian countries lie on the implementation of the 
New Silk Road. 9    
                                                             
7 TED Case Studies: The New Silk Road: Boon or Boondoggle. 20.May, 2005. 
http://www.american.edu/TED/silkroad.htm#r3  
8 Jonas M. Helseth, “The N.E.W. Corridor and the Northern Axis How the influence of the EU has shaped the 
political process of promoting the Trans-Siberian railway as a sustainable and viable transport alternative between 
the Far East and the West”[R], The University of Turku, Faculty of Humanities Baltic Sea Region Studies, 
November 2008. http://balticstudies.utu.fi/master/thesisarchive/jonas_master_thesis.pdf  
9 Ph.D. A. N. Barkovsky, N.V. Olshansky, “New perspectives "Silk Road" for cooperation between Russia, China 

















Central Asian countries will have the reflection not only at the regional level, but 
also can alter geopolitical balance of powers on the whole Eurasian continent, which 
is widely recognized as an axis of the contemporary global development.10  
Mirzaev Rustam Saydullaevich stated both positive and negative impacts of 
contemporary international relations in the process of globalization, on the state of 
regional politics in Central Asia. In his Doctorate thesis, he make analysis on 
transport communications, considered as the tool of geopolitics through a specific 
international project for the revival of modern technology-based Silk Road initiated in 
order to support the newly independent Central Asian states in their efforts to 
successfully integrate into the global economic system. 11  
Ivashchenko, NY, Basiev TK, Tregubov VN in their paper named “Methodology 
to evaluate the competitiveness of transport and warehouse”, made a crucial argument 
on importance of efficiency of road transport Logistic Principles in countries’ 
economy.12  
Kazakhstan is the key Central Asian country that will see most of the projects 
taking place. The transport logistic systems are facing challenges to change to the 
standards that required by these projects. The most appropriate type of transport 
which in most degree responds to the demands of the experts is the “road”, in the 
second place is “rail way” (Kainazarova A. 2008).  Kazakhstan’s railway transport 
meet China’s railway at the Dostyk (Kz)-Alashankou (Cn) border, which is the main 
gateway for import-export business between the two countries (Isingarin N.K. 2006).  
Most of the literature in Kazakhstan’s transport logistics have discussed different 
problems that the country’s transport logistics systems is facing, and suggested 
different measures to be taken by the country in order to eradicate all the problems. 
                                                             
10 V. Paramonov, “Geopolitics and Central Asia”, Online Journal “Polemika” [J],Issue No.5, 1999, The Bureau of 
Educational and Cultural Affairs, retrieved 24 May 2009,  
http://www.irex.ru/press/pub/polemika/05/par  
11 Mirzaev Rustam Saydullaevich, “The role and importance of the Silk Road transport communications in 
contemporary international relations”[R] 596p, Moscow 2005  
12 Ivashchenko NY, Basiev TK, Tregubov VN, “Methodology to evaluate the competitiveness of transport and 

















The suggestions targeted all the stake holders of country’s transport logistics industry 
such as government, brokers, logistics companies and even the customers. 
Dobrica (2006) in her thesis titled “Logistics in the transport services of Republic 
of Kazakhstan” discussed operations of transport logistics, operating conditions and 
problems of development and solving problems through the introduction of foreign 
experience.  The author conducted a real market condition research designed to show 
that in Kazakhstan logistics functions as the creation of local transport circuits and 
systems. She suggested that logistics development requires the establishment of 
uniformity of operations and instruments in terms of logistic chains, which requires a 
certain level of knowledge. Based on other famous optimized models author gave one 
important function of logistics is to find ways to optimize all activities and 
operations.13  
   Kainazarova (2008) researched methodological foundations of logistics 
management of transport systems, competitiveness of the different modes of transport 
and effectiveness of introducing TLC.  She found that there are many defects related 
to the arrangements and the condition of the document system, which are necessary to 
be eliminated. She also identified the cargo owners’ biggest concerns are the 
transportation tariffs, speed, preservation of the transported cargo and the complexity 
of additional services generally related to expedition of the cargo to the place of its 
preservation or utilization.14  
The issue of TLC attracted the attention of many other authors. Bergibaev (2010) 
assessed the current state of the transport logistics of the RK, after that explores the 
perspectives of development of Kazakhstan TLC through strategy development, 
methods to improve the organization and efficiency of materials management with the 
aid of transport logistics operations. He recommended that for any improvement of 
logistic operations and development of logistic services in Kazakhstan, all resolutions 
                                                             
13 Dobrica E.V., “Logistics in the transportation services of Kazakhstan: based on the materials of 
transport-forwarding company of RK”[R], KazNatPed University, Almaty 2006.  
14 Kainazarova A.T., “Optimization model for the interaction of industrial enterprises with foreign transport 
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